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SUBJECT: SOVIET COMPLAINT ABOUT CALIFORNIA SALES TAX 
REF: MOSCOW 8095 

1 . REFTEL COMMUNICATED ORAL STATEMENT OF DEPUTY CHIEF MFA 
USA DIVISION REGARDING STATE SALES TAX RELIEF FOR SOVIET 
CONSULATE GENERAL IN SAN FRANCISCO. THE ORAL STATEMENT 
MADE REFERENCE TO ARTICLE 23 OF CONSULAR CONVENTION AS THE 
BASIS FOR PROVIDING AN EXEMPTION. ARTICLE 23 REQUIRES AN 
EXEMPTION FOR” ALL TAXES OR SIMILAR CHARGES OF ANY KIND 
IMPOSED BY THE RECEIVING STATE OR ANY OF ITS STATES OR LOCAL 
GOVERNMENTS FOR THE PAYMENT OF WHICH THE OFFICER OR EMPLOYEE 
WOULD OTHERWISE BE LEGALLY LIABLE." 

2. EMBASSY SHOULD KNOW THAT THIS ISSUE HAS BEEN RAISED 
PREVIOUSLY IN WASHINGTON DIRECTLY BY THE CONSULATE GEN 
IN SAN FRANCISCO. THE DEPARTMENT HAS RESPONDED TO THE 
CONSULATE GENERAL COMMUNICATING THE LEGAL INTERPRETATION 
THAT UNDER THE CONSULAR CONVENTION THE LANGUAGE "OF WHICH 
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DETERMINES WHETHER AN EXEMPTION MUST BE EXTENDED WITH 
RESPECT TO A PARTICULAR TAX. IN THE CASE OF CALIFORNIA, 

THE STATE SALES TAX IS AN "INDIRECT TAX" IMPOSED ON THE 
SALES TRANSACTION FOR WHICH THE SELLER OF THE MERCHANDISE, 
NOT THE BUYER, IS LEGALLY RESPONSIBLE. 

3. FROM A LEGAL POINT OF VIEW, THEREFORE, THE US IS NOT 
FAILING TO ABIDE BY ANY TREATY OBLIGATION IN NOT SECURING 
AN EXEMPTION FROM THE CALIFORNIA SALES TAX FOR OFFICERS 
AND EMPLOYEES OF THE CONSULATE GENERAL. NOTWITHSTANDING 
THIS CONCLUSION, IT IS NOTED THAT AN EXEMPTION FROM THE 
CALIFORNIA SALES TAX FOR DIPLOMATIC AND CONSULAR 
PERSONNEL HAS BEEN RAISED WITH CALIFORNIA STATE AUTHORITIES 
IN THE PAST AND THE DEPARTMENT INTENDS TO EXAMINE FURTHER 
THE WHOLE QUESTION OF "DIRECT VERSUS "INDIRECT" SALES 
TAXES AS THAT CHARACTERIZATION RELATES TO INTERNATIONAL 
LAW PRINCIPLES. IT IS POSSIBLE THEREFORE THAT THIS FURTHER 
REVIEW WILL PRODUCE A CHANGE IN CURRENT POLICY: HOWEVER, 

AT THE MOMENT, THE OPINION PREVIOUSLY COMMUNICATED TO THE 
SOVIET GOVERNMENT ON THIS QUESTION MUST STAND. SISCO 
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